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ALASKA CLEAN WATER FUND

State Wastewater Loan Program
Intended Use Plan
AMENDED - December, 2009

INTRODUCTION

This year’s Intended Use Plan (IUP) accompanies the State of Alaska’s application for a $23,455,000
capitalization grant for the Clean Water State Revolving Fund (CWSRF) program under the American
Recovery and Reinvestment Act (ARRA) of 2009, an application for a federal FY09 capitalization grant
for an amount of $4,013,800, and an amendment of the SFY09 Intended Use Plan.

Unique to this year’s IUP format, is that the IUP is divided into three parts. Part I will include program
information specific to the ARRA capitalization grant, Part II will include program information specific to
the FFY09 federal capitalization grant, and Part III will include an integrated project listing and
appendices for both grants.

In addition, the draft March 2009 Intended Use Plan document was amended and pubic noticed again on
June 9, 2009. This amendment was primarily done to include updated 4% administrative set-aside usage,
planning use clarifications, and project priority listing updates under Part I of the [UP.

PROGRAM OVERVIEW
The purpose of the Alaska Clean Water Fund (ACWF) is to make low interest loans available to Alaskan
municipalities and other qualified entities for financing wastewater and water quality related projects.

Loans can finance up to 100 percent of a project’s eligible costs for planning, design and construction of
publicly owned facilities. In addition, loans can serve as local match for the Alaska Department of
Environmental Conservation (ADEC) Municipal Water, Sewer and Solid Waste Matching Grants
Program or most other federal or state funding sources.

A range of projects and associated costs are eligible for funding under the ADEC loan programs, as
described in Title 18, Chapter 76 of the Alaska Administrative Code.

- Examples of Improvements Fundable ﬁl_lder ACWF

e Wastewater Treatment Facilities e Nonpoint Source Prevention and Restoration Projects
e Sewer Interceptor and Collection Systems e Enhancement Projects
e Storm Water Collection and Treatment

The ADEC Municipal Grants and Loans Section (MG&L), in the Division of Water, is responsible for
administering this loan program. The loan program is regulated by the code mentioned above and is
audited under the State of Alaska’s Single Audit Act. An independent audit of the program is also
conducted each year.

The purpose of this Intended Use Plan (IUP) is to describe how ADEC plans to spend the monies of the
ACWF and how the expenditures meet the goals of the overall program.
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American Recovery and Reinvestment Act of 2009 Allotment

PART I

Program Goals
ADEC is guided by the following goals for ARRA grant funding:

e ADEC is committed to using the ARRA capitalization grant to provide assistance to wastewater,
nonpoint source and estuary projects which will proceed quickly to construction, furthering the
water quality objectives of the Clean Water Act. ADEC’s goal is to enter into binding
commitments for projects, which will proceed to construction or award of construction contracts
by January 18, 2010.

e The goal of the ARRA is to expeditiously fund eligible projects that will simultaneously create
jobs, promote economic recovery, and generate long-term benefits from infrastructure investment.
In this grant, the State is being called upon to accomplish goals that may not previously have been
priorities in its base SRF program. Some priorities and activities in the State’s base program that
may not practically be attainable within the timeframes associated with the ARRA will be pursued
using funds made available through the base CWSRF program.

Loan Fund Process

Funding Sources (as of May, 2009)

ADEC is applying for a capitalization grant in the amount of $23,455,000 which represents the State’s
allocation from the supplemental appropriation enacted under the ARRA. An amount of $22,516,800
million will be used to fund projects listed on the ACWF Group 1 and Group 2 — ARRA Eligible Project
Priority Lists for Point Source projects (Appendix Ib) and NonPoint Source projects (Appendix Ie).

Table 1 summarizes the sources and uses of the capitalization grant for which the State is applying:

Table 1

Sources and Uses of Capitalization Grant
SOURCES AMOUNT
Capitalization Grant $23,455,000
USES
Project Assistance Loans

Program loans $1,755,400

Green Project Reserve loans $0
Project Assistance Subsidization

Program loans $15,800,400

Green Project Reserve loans $ 4,961,000
Administration (4 percent) $938,200
TOTAL USES $23,455,000
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Selection of Projects

1. Identification of Priority Projects

A mailing was done December 31, 2008 informing all interested recipients that the questionnaire was
available on-line. Eligible recipients were invited to complete and submit their questionnaires
electronically. Information and details of the stimulus funding were included in this initial notification.
The state has focused on reaching out to communities with ready to go projects and those that may be
eligible for principal forgiveness subsidy assistance. As a result of this effort the CWSRF program has
identified over $37,000,000 million in eligible projects that could be ready to proceed to construction
within the time deadlines established by the ARRA.

Using information from the questionnaires, several groups within ADEC worked together to evaluate the
projects. Appendix Ila and IIb document the criteria used to assess the projects. Those criteria addressed
these topics:

Point Source Priority NonPoint Source Priority

« Public Health e Prevention
o Water Quality o Restoration
o Receiving Water Usage o Stewardship

Project Continuity
Funding Coordination

Project Continuity
Readiness to Proceed
 Ability to Repay

These assessments integrate the various water quality demands and needs of the State, assigning the
highest priority to those projects that addressed the greatest public health and/or water quality threats.

After all projects were evaluated, they were ranked according to their scores. Appendix III contains a
detailed listing of ACWF project descriptions and scores. Using the project scores from the list, priority
lists were prepared which included those projects with the highest rank, limited by the amount of funding
expected to be available. With this year’s ARRA funding provision requirements, two priority lists were
made: Group 1 eligible priority projects ready to proceed prior to June 17, 2009, and Group 2 priority
eligible projects after this date but not later than January 18, 2010, or eleven (11) months after the
enactment of ARRA in which all funds must be committed and a project construction contract must be in
place.* Also, while the Department intends to fund as many projects as possible, direct ARRA funding
will be capped at a cumulative total (principle forgiveness and financed amount**) of $2,500,000 (or
$5,000,000 for projects combining utility systems) for all projects a community has listed on an ARRA
grant priority funding list. Any additional funding of a project that exceeds this cap will be funded with
regular program funds provided under Part II of this IUP.

If after January 18, 2010 all ARRA funds are not committed to a new project, all remaining unobligated
funds will be allowed to be committed as an increase to any already funded project. This action allows a
commitment to be made to a project for a community/system that has already met their maximum
principle forgiveness subsidy.

* Note, under the ARRA Act, the absolute final deadline for projects to have a commitment made and have a construction contract in place is February 17,
2010. However, the Department is requiring a deadline 30 days prior to this date to ensure all funds are committed by this final date.

**Note, projects with eligible green infrastructure components may receive a subsidy with principle forgiveness up to
$2,500,000.
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This year approximately $4,503,400 million is earmarked for ARRA eligible projects that address
nonpoint source water pollution. Out of all proposals received, 9 proposals were found potentially
eligible for receiving ARRA funding. These nonpoint source projects total over $10 Million of which
approximately $4,500,000 would come from ARRA funds and the remaining balance from Part Il IUP
funds. Subtracting the amount of ARRA funds allocated ($4,503,400) to nonpoint source projects from
the total available amount of $22,516,800; this leaves $18,013,400 to fund point source projects. Based
on this funding amount for point source projects, the Department intends to fund down the Group 2 Point
Source priority list to the Sitka — Brady Street Sewer Rehabilitation project.

2. Public Review and Comments

As a program requirement for providing public review and comment (CWA Sec. 606(c)), the Department
posted this Intended Use Plan at the Department’s Public Notice web site at
http://www.dec.state.ak.us/public_notices.htm beginning on April 13, 2009. The Department also
provided notice of the availability of this IUP by an announcement in a newspaper with circulation
throughout the State, and all organizations and individuals on its distribution list by mail and email, with a
request that all comments be submitted by May 13, 2009. All comments received by this date may be
referenced under Appendix V.

A second public notice of an amended draft Intended Use Plan was put on the Department’s web site
http://www.dec.state.ak.us/public_notices.htm beginning on June 9, 2009, and additionally notice of the
document’s availability by an announcement in a newspaper with circulation throughout the State, and all
organizations and individuals on its distribution list by mail and email, with a request that all comments
be submitted by June 18, 2009.

A third public notice of this amended draft Intended Use Plan was put on the Department’s web site
http://www.dec.state.ak.us/public_notices.htm beginning on December 15, 2009, and additionally notice
of the document’s availability by an announcement in a newspaper with circulation throughout the State,
and all organizations and individuals on its distribution list by mail and email, with a request that all
comments be submitted by December 24, 2009.

Distribution of Funding

1. Projects to be Funded

Following consideration of all public comments received, ADEC will evaluate the project ranking and
prepare a list of projects. Project descriptions for all projects are presented in Appendix IIL

As previously described, under this year’s ARRA funding provision requirements, two specific priority
lists were made for eligible projects ready to proceed prior to June 17, 2009 (Group 1), and after this date
but not later than January 18, 2010 (Group 2); projects on both these lists include a partial loan subsidy as
principle forgiveness.* In addition, ARRA eligible projects are also listed in a Group 3 priority and
planning list (Appendix Ic), but are not eligible for any loan subsidy. Group 3 projects are not expected to
utilize ARRA funding, unless these funds are not fully committed near the end of the one year enactment
of ARRA. The State may ask eligible Group 3 communities to utilize these funds to avoid loss of grant
funding.

2. Project Information
Appendices IVa and IVb contain estimated dates for binding loan commitments, construction starts and
the initiation of operation for projects anticipated to be funded by this IUP and associated loan amounts.
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* Note, projects with eligible green infrastructure components may receive a subsidy with principle forgiveness up to
$2,500,000.

3. Disbursements

The estimated disbursement schedule for Point Source loan projects is presented in Appendix VIa. The
estimated disbursement schedule for NonPoint Source loan projects is presented in Appendix VIb. These
schedules are based upon target dates for binding commitments, beginning construction and initiating
operations contained in Appendices IVa and I'Vb.

4. ARRA Payments
Alaska’s proposed payment schedule for the ARRA grant allotment is shown below. This schedule was
developed based on projected needs for project construction and execution of loan agreements

[ Proposed Federal Payment Schedule ARRA 09 Grant ]

FFY 09 FFY 09 FFY 10 FFY 10
3rd Quarter 4™ Quarter 1** Quarter 2" Quarter
$ 4,691,000 $ 9,382,000 $ 5,863,750 $ 3,518,250

5. Bypass of Projects

The federal government provides funding for the ACWF. As one of the conditions of state acceptance of
the federal funds, we must agree to execute loan agreements within a certain time. Failure to execute
these agreements in a timely manner will cause the state to lose some of the funding. If the ACWF would
potentially lose federal monies due to an inability to enter into a timely commitment, funding will be
made available for the next project on the list which is ready to proceed.

Projects in receipt of funds provided under ARRA will receive an accelerated bypass if ready to proceed
prior to time limits placed on each priority listing in accordance with the federal Act. For Group 1
projects, they must have a complete loan application submitted to the Department no less than 30 days
prior to June 17, 2009, or by May 18, 2009. After this date, Group 2 priority listed projects will be
allowed to by-pass any Group 1 project to receive a binding commitment. If after three months of
publication of the final IUP, and all ARRA grant funds have not been committed to Group 2 priority listed
projects, any listed Group 2 priority planning project ready to proceed (in preference of ranking) will be
allowed to receive a binding commitment. Note, any Group 2 priority planning project ready to proceed
may request a formal by-pass if desired by the community/system prior to the three month wait for an
open list. This action will require a written request to the Department for this need, and if found justified,
it will require the Department to obtain written non-objections from a sufficient enough number of higher
scored projects to allow the requester to have funding prior to their own project being by-passed. If after
four months of publication of the final [UP, and all ARRA grant funds have not been committed to either
Group 1 or Group 2 listed projects, any Group 3 project ready to proceed (in preference of ranking) will
be allowed to by-pass both these groups to receive a binding commitment. These by-passes will be done
to allow expeditious use of ARRA funds, and to commit all funds within one year of enactment of the
Act.
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If any projects are equal in scoring, the following sequence will be used to differentiate between them:

1. Ifaproject requires an earlier construction date, as a result of a compliance agreement or other
legal order from EPA or DEC, that project will be placed ahead of the others.

2. A project with an earlier anticipated date for submitting a completed application will be moved
forward.

3. Ifaproject is already under construction and the environmental review has been completed, that
project will be moved ahead.

4. If the projects are from the same city, the city may request that one be placed ahead of the other.

The individual scores from each criteria category will be compared until a difference is found.

The project with the highest score in the individual category will be placed first.

b

6. Fund Transfer
No transfer is planned between ACWF and ADWF with ARRA funds.

ADDITIONAL LOAN FUND POLICIES

1. Title II Equivalency Compliance

The Clean Water Act and subsequent EPA regulations instituted the Clean Water State Revolving Fund
loan program with numerous federal laws and authorities (Appendix VII). ADEC requires compliance
with these federal laws and authorities on selected ACWF loan projects.

2. Environmental Review
All projects receiving ACWF financial assistance will be subject to the EPA approved Environmental
Review Procedures of the ACWF.

3. Reporting

The Department will provide data or information to EPA as may be needed for national reports, public
inquiries, or Congressional inquiries. DEC will continue to meet the federal Environmental Results
Initiative reporting requirements by inputting environmental summaries, referred to as “one-pagers” on
ACWEF projects, on an on-going basis.. A summary of all “one-pager” will be presented in the ACWF
annual report.

4. Additional Subsidization — Disadvantage Community Assistance

ARRA requires that a minimal of 50% of assistance provided be in the form of additional subsidies. The
Department, under the authority of Governor (Letter of Acceptance, dated March 31, 2009), has authority
to offer principal forgiveness in an amount up to 100% of the value of a loan made by the State’s CWSRF
Program. Under this authority, the Department has chosen to give loan subsidies under ARRA as
Disadvantage Community Assistance.

Disadvantage communities are provided a subsidy as part of their project assistance to help alleviate
economic hardships for constructing a capital project. A community is considered disadvantaged if it’s:

e MHI (Median Household Income) is less than the state average MHI that is currently published by
the Alaska Department of Commerce, Community and Economic Development or by the U.S
Census Bureau, whichever is greater. For non-publically owned water systems, the MHI is based
on the community in which the system resides.
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OR,

e Rate of unemployment is above the state average unemployment rate that is currently published by
the Alaska Department of Commerce, Community and Economic Development or by the U.S
Census Bureau, whichever is greater. For non-publically owned water systems, the rate of
unemployment is based on the community in which the system resides.

For a community to qualify for disadvantage assistance, they need to meet one of the above criteria. The
following chart shows the percent of principle forgiveness versus financed amount for a given project
type. Please note, the balance of the amount financed will be offered at standard loan terms of the ACWF
program.

Project Type Principle Forgiveness Financed
Point & Nonpoint Source 90% 10%
“Green” Point & Nonpoint Source* 100% 0%

*This can also include a component of an ARRA eligible project.

Since available funds under the ARRA capitalization grant are not sufficient to fund all eligible
subsidized projects, the Department is setting a maximum cap of $2,000,000 for the total cumulative
amount of subsidy (principle forgiveness) a community receives under these funds. This cap may apply
to one or to a multiple number of projects a community has listed under Groups 1 or 2, and the cap may
be portioned among these multiple projects as the community chooses. In addition, if any project will
result in the combining two or more individual utility systems, a raised maximum cap of $4,000,000 will
be allowed. Note, projects with eligible green infrastructure components may receive a subsidy with
principle forgiveness up to $2,500,000 ,or up to $5,000,000 for the combining of two or more individual
utility systems.

If a community meets their maximum cap on one or more of higher ranking project(s), and has additional
projects listed in either Group 1 or 2, those projects will be funded with funds under Part II of the IUP
with no subsidy. Also, those affected projects will be funded within the ranking of projects listed in
Group 3. However, as referenced at the bottom of page 5, if all funds are not committed by January 18, 2010, any
Group 1 or 2 project that has a signed funding agreement and signed contract in place may receive an increase even
though the community/system has reached their maximum allowable principle forgiveness subsidy.

Additionally, the Group 1 and Group 2 priority lists for both Point and Nonpoint Source projects
(Appendices Ib & Ie) demonstrates that at least 50% of the available funding for projects will be provided
via principal forgiveness. Any subsequent revision to this Fundable Project Priority list will likewise
demonstrate that at least 50% of the available funding for projects will be provided via principal
forgiveness.

5. Green Infrastructure

Under the total ARRA grant amount awarded to the State, and to the extent there are sufficient eligible
project applications, not less than 20% of the funds provided for projects be used for water efficiency,
energy efficiency, green infrastructure, or other environmentally innovative activities. The aggregate
amount of project lists (See Lists in Appendix Ib & Ie) shows that 20% of the total assistance amount of
$23,455,000 is for projects or portions of projects meeting one or more of the specific objectives required
by this provision.

A total of 11 projects listed on the Fundable Project Priority lists Groups 1 and 2 for both Point and
Nonpoint Source projects have been preliminarily identified as qualifying green projects or green eligible
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components of a project for purposes of this requirement, based upon USEPA guidance. This preliminary
assessment of green eligible projects was done to expedite the process of completing this IUP and commit
funds to projects within the time constraints of the Act. During the public notice period of the IUP, the
Department will consult with all communities indentified as having preliminarily eligible green
components to their project(s), and document a business case for each prior to finalizing the [UP. If
insufficient green eligible components are determined when finalizing the IUP for total available ARRA
funded projects, the Department will reserve the deficient 20% green project funds which may be the full
20% if required for meeting the minimal reserve amount of $4,691,000, and consult with communities
below the funding line to seek projects ready to go that have eligible green components, and fund those
projects until the minimal 20% green reserve is fully met.

The Department has preliminarily determined that the components of the projects that qualify towards the
green project reserve under both Point Source and Non-Point Source Group 1 and Group 2 priority listed
projects total are $8,761,707. As the 20% requirement for the State amounts to a required total of
$4,691,000, the State intends to meet this requirement of the ARRA grant.

6. Priority for Projects Ready to Proceed to Construction in 12 Months/ Preference for
Expeditious Activities

The Department has a priority system for its CWSRF program that ranks projects in accordance with

criteria associated with public health, compliance and economic need. However, ARRA requires that

priority be given to projects that will be ready to proceed to actual construction within 12 months of the

date of enactment.

To implement this new priority, the Department will review and consult with potential assistance
recipients with projects on its Fundable and Comprehensive Project Priority lists, to determine which
projects are most likely to be able to proceed to actual construction within the next 12 months. Projects so
determined will be given priority in receiving ARRA funding.

In addition, ARRA section 1602 requires that “recipients shall give preference to activities that can be
started and completed expeditiously, including a goal of using at least 50 percent of the funds for
activities that can be initiated not later than 120 days after ... enactment” of ARRA. The Department
intends to implement this preference requirement by selecting for first ARRA funding from among the
projects with the priority determined above, those projects that, as far as it's possible to determine, appear
most likely to be able to start construction by June 17, 2009.

7. Avoidance of Reallotment/Relationship to Base Program

In order to meet the requirements and deadlines of the ARRA for the expeditious and timely commitment
and expenditure of funds, the Department will regularly review the data reported to USEPA on the
progress of assistance recipients under the statutory deadlines specified in this [UP to identify any issues
with the timeliness of this progress. If such issues are identified, the Department intends to work with
USEPA to resolve such issues as may place the State at risk of reallotment if not resolved in a timely
manner. The Department will include conditions in its binding commitments to ensure that assistance
recipients make timely progress with respect to entering into contracts and/or begin construction. If a
recipient fails to maintain progress with these conditions, they will receive funding from other CWSRF
monies so that ARRA funding can be provided for a project that is ready to proceed.

The State understands that the USEPA may deobligate grant funds from States that fail to meet
requirements on use of funds. The Department intends to avoid deobligation. If the State is eligible for
additional funds made available from other States that fail to meet deadlines, the State will provide
USEPA with a list of projects from its priority list that are ready to proceed to construction, and will also
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provide a certification through an amendment to this IUP that all funds received for these projects will be
under contract for construction within 120 days of reallotment.

ADMINISTRATIVE USES

ADEC is allowed to use up to four percent of the federal grant amount for administrative purposes (40
CFR 35.3120(g)). ADEC is requesting $938,200 to be used in administering the program with ARRA
grant funding,

LOAN TERMS

Effective April 28, 2005, loans with a contract term of five to 20 years can be assessed an effective
finance charge rate of one and one-half (1.5%) percent or 18.75 percent of the current bond rate as defined
by the Municipal Bond Index. Loans with a contract term of one to five years can be assessed an
effective interest rate of one (1) percent or 12 % percent of the current bond rate as defined by the
Municipal Bond Index. Any loan term less than one year is assessed a one-half (0.5) percent finance
charge. In addition, with the exception of loans that are paid off in less than one year, all other loan terms
include a one-half (0.5) percent administrative fee as part of the overall finance charge.
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FFY 2009 Grant Allotment
PART 11

PROGRAM GOALS
The ADEC administers the Alaska Clean Water Fund, guided by the following long and short term goals:

Long Term

1.

Protect public health and the waters of the State by offering financial assistance for the planning,
design and construction of eligible projects.

2. Assist local communities as they strive to achieve and maintain statewide compliance with
federal and state water quality standards.

3. Facilitate the construction of projects by providing a long term source of financing to assist
communities in attaining and maintaining compliance with the Clean Water Act as amended by
the Water Quality Act Amendments of 1987, PL 100-4.

4. Promote coordinated efforts by the State and eligible entities to expedite funding of eligible
projects.

5. Increase the pace at which available funds are loaned by marketing to existing and potential new
eligible entities by expanding the overall funds usage. Potential new entities may include lending
to non-profit organizations for water quality type of projects, and to homeowners through a link-
deposit program for on-site septic system improvements.

Short Term

1. Provide low interest loans of $46.1 million dollars to communities for eligible wastewater
treatment or nonpoint source pollution projects.

2. Complete the Capitalization Grant Agreement with the U.S. Environmental Protection Agency
(EPA) for Alaska’s FFY09 Title VI allocation.

3. Seek EPA’s acceptance on meeting Title II equivalency compliance requirements on all projects.
However, all nonpoint source (319) projects in this [UP will be non-equivalent in meeting Title II
requirements and only be required to meet minimal cross-cutter requirements.

4. Continue to develop a web based tracking system for handling project questionnaires,
applications, and project management functions.

5. When interim requests from communities come in to add new projects to the IUP, DEC will as
needed, amend the IUP to accommodate communities’ needs to add projects to the IUP.

LOAN FUND PROCESS

Annually, ADEC identifies funding sources, selects projects and distributes the funds to projects
according to approved criteria and federal and state regulations.
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Funding Sources (as of May 31, 2009)

ADEC has several sources of funds available to support the proposed project financing and program
administrative costs for this [IUP. The following table summarizes the monies contributed and the
commitments and expenditures made since the inception of the program. The difference between the
funds available and program commitments is the amount of funds available to use during this funding
cycle. The following describes more fully each item in the table:

— The total amount of federal monies granted to the program up until this application cycle is
$159,658,162.

— The federal grant request to EPA this year will be for $4,013,800 matched by state funds of
$802,760.

— State appropriations of $19,807,300 and bond receipts of $11,984,292 were secured earlier.

— Other significant funding sources include investment interest earnings of $34,870,356, principal
repayments on loans of $92,956,548 and interest repayments of $21,574,647.

— Investment earnings and principal and interest payments of $13,366,314 are expected to be paid
into the Fund during SFY10.

—  The total amount of loan commitments made to date is $263,668,331. This amount accounts for
both increases and deobligated funds from projects that have completed construction.

— The $29,000,000 transfer from the Clean Water Fund to the Drinking Water Fund was completed
August, 2007.

— The program has set aside a total of $6,546,878 to pay for the costs of administering the program.

— Previous bonding and transactions costs totaling $12,033,777 include administrative, bond sale
and interest costs resulting from the sale of bonds that were incurred in previous years.

— Bonding and transaction costs to be paid are $1,270,060.

A total of $46.1* million dollars will be available upon award of the FFY 2009 grant. The $46.1* million
will be used to fund projects listed on the ACWF Funding Priority List for Point Source projects
(Appendix Ib) and NonPoint Source projects (Appendix Ie).
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[ ALASKA CLEAN WATER FUND ]

Funding Sources:

Federal Grants $ 159,658,162
FFY 09 Federal Allocation 4,013,800
FFY 09 State Match Appropriation Bond Receipts 802,760
State Match - General Funds 19,807,300
State Match - Bond Proceeds 11,984,292 *
Investment Interest 34,870,356
Repayment

Loan Principal 92,596,548

Loan Interest (net of fees) 21,574,647 112,430,625
Projected 2009 Repayments and Investment Earnings 13,366,314
Funds Available $ 358,674,179

Program Commitments:

Loan Commitments $263,668,331
Transfer from ACWF to ADWF 29,000,000
Administrative Set-Aside 6,546,878
Previous Bonding and Transaction Costs 12,033,777
Bonding and Transaction Costs to Be Paid 1,270,060
Total Program Commitments $312,519,046
Net Amount Available for Loans $ 46,155,133

*Pending Completion of Bond Transaction

Selection of Projects

1. Identification of Priority Projects

A mailing was done on December, 2008 informing all interested recipients that the questionnaire was
available on-line. Eligible recipients were invited to complete and submit their questionnaires
electronically.

Using information from the questionnaires, several groups within ADEC worked together to evaluate the
projects. Appendix Ila and IIb document the criteria used to assess the projects. Those criteria addressed
these topics:
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[ Point Source Priority J [ NonPoint Source Priority ]

Criteria Summary Criteria Summary
o Public Health e Prevention
e Water Quality ¢ Restoration
¢ Receiving Water Usage o Stewardship
e Project Continuity ¢ Project Continuity
o Readiness to Proceed ¢ Funding Coordination
o Ability to Repay

These assessments integrate the various water quality demands and needs of the State, assigning the
highest priority to those projects that addressed the greatest public health and/or water quality threats.

After all projects were evaluated, they were ranked according to their scores. Appendix III contains a
detailed listing of ACWF project descriptions and scores. Using the project scores from the list, a priority
list was prepared which included those projects with the highest rank, limited by the amount of funding
expected to be available.

This year approximately $9.2 million is earmarked for projects that address nonpoint source water
pollution. Under Group 3 listed projects, we received 19 proposals for nonpoint source projects totaling
$36,529,450. Subtracting the amount allocated to nonpoint source projects from the total available
amount of $46,155,153 leaves $36,924,106 to fund point source projects. Also, an initial reserve amount
of $6,772,296 will be held for Group 1 and Group 2 funded ARRA projects which have insufficient funds
to fully fund a project. When ARRA funding commitment deadlines are past for these projects and
unused funds will be released for Group 3 project utilization. Funding down the Point Source priority list
to the Palmer - Wastewater Treatment Plant Improvements, Ph. II & III project will require $52,326,500,
which exceeds the available amount by $15,402,394. We will fund this project to the level that there are
funds available.

2. Public Review and Comments

The IUP, including the ranked priority lists, will be made available to all eligible recipients and other
interested parties. The IUP will be placed on the State of Alaska, Division of Water website. A thirty-day
public comment period will follow with a notice published in a newspaper of statewide circulation. The
notice will announce the availability of the ACWF priority list, criteria system and priority list funding
procedures. Comments will be solicited during this public notice period. Appendix V is reserved for
those comments and responses.

Distribution of Funding

1. Projects to be Funded

Following consideration of all public comments received, ADEC evaluated the project ranking and
prepared a list of projects. The funding portion of the list (Appendix Ib and Ie) represents those projects,
ranked by score, for which funding is expected to be available. The planning portion of the list (Appendix
Ib) represents those projects whose rank falls below the funding portion of the list, and for which funding
is not expected to be available. Project descriptions for all projects are presented in Appendix III.
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2. Project Information
Appendices IVa and IVb contain estimated dates for binding loan commitments, construction starts and
the initiation of operation for projects anticipated to be funded by this IUP and associated loan amounts.

3. Disbursements

The estimated disbursement schedule for Point Source loan projects is presented in Appendix VIa. The
estimated disbursement schedule for NonPoint Source loan projects is presented in Appendix VIb. These
schedules are based upon target dates for binding commitments, beginning construction and initiating
operations contained in Appendices IVa and IVb.

4. Federal Payments
Alaska’s proposed payment schedule for the FFY 09 grant allotment is shown below. This schedule was
developed based on projected needs for project construction and execution of loan agreements

[ Proposed Federal Payment Schedule FFY 09 Grant ]

FFY 09 FFY 09 FFY 10 FFY 10
3™ Quarter 4™ Quarter 1* Quarter 2™ Quarter
$ 1,003,450 $ 1,003,450 $ 1,003,450 $ 1,003,450

NOTE: The federal payment schedule above was determined as follows:

1. The binding commitment schedule was reviewed. Estimated binding commitment amounts and
estimated state administrative payment requests were added together for each federal fiscal year
quarter in which they are scheduled to be paid, resulting in a total quarterly cash requirement.

2. The total quarterly cash requirement amounts were multiplied by 83 1/3 percent in order to find the
federal share of each quarterly binding commitment (in accordance with federal regulation 40 CFR
35.3155(d)(5)). These numbers are reflected in the federal payment schedule shown above.

5. Bypass of Projects

The federal government provides funding for the ACWF. As one of the conditions of state acceptance of
the federal funds, we must agree to execute loan agreements within a certain time. Failure to execute
these agreements on time will cause the state to lose some of the funding. If the ACWF would potentially
lose federal monies due to an inability to enter into a timely loan, funding will be made available for the
next project on the list which is ready to proceed.

If a project on the fundable portion of the list has not turned in a completed loan application package or
has not completed the state environmental review process, it may be bypassed for another project on the
priority list that is ready to proceed, down to and including planning list projects. If a loan application is
not submitted for a project on the fundable portion of the list within four (4) months after being placed on
the priority list, the project will, without justification, be automatically by-passed by a lower scoring
project ready to proceed. This action includes any project ready to proceed regardless if it is on either the
Point Source or NonPoint Source funding list, as long as funding is available. In addition, any project
ready to proceed which will meet full equivalency and federal cross-cutter requirements, may submit a
loan application regardless of its position on either the priority or planning lists. The condition is valid
only to the point of full utilization of available federal capitalization grant funds.
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If any projects are equal in scoring, the following sequence will be used to differentiate between them:

1. If a project requires an earlier construction date, as a result of a compliance agreement or other
legal order from EPA or DEC, that project will be placed ahead of the others.

2. A project with an earlier anticipated date for submitting a completed application will be moved
forward.

3. Ifaproject is already under construction and the environmental review has been completed, that
project will be moved ahead.

4. If the projects are from the same city, the city may request that one be placed ahead of the other.

5. The individual scores from each criteria category will be compared until a difference is found.
The project with the highest score in the individual category will be placed first.

6. Fund Transfer

The State completed a transfer of funds from the Alaska Clean Water Fund (ACWF) to the Alaska
Drinking Water Fund (ADWF). A similar action may be undertaken in the future in response to funding
demands in each program.

ADDITIONAL LOAN FUND POLICIES

Assurances

1. Binding Commitments

ADEC will enter into loan agreements for 120 percent of the federal capitalization grant within one year
of receipt of each payment from the federal government, as required by federal law.

2. Expeditious and Timely Expenditure
All funds will be expended or obligated in a timely and expeditious manner. First priority for all loans
will be to assure compliance with the Clean Water Act as amended by the Water Quality Act of 1987.

3. First Use Requirement
Alaska communities do not appear on the National Municipality Policy Non-Compliance List. Therefore,
the “first-use” requirement of 40 CFR 35.3135(e) has been satisfied.

4. Title II Equivalency Compliance

The Clean Water Act and subsequent EPA regulations instituted the Clean Water State Revolving Fund
loan program with numerous federal laws and authorities (Appendix VII). ADEC requires compliance
with these federal laws and authorities on selected ACWF loan projects. However, the State is planning
to request an equivalency determination in SFY 10. If equivalency is granted, the State may choose to
reduce some or all of the compliance requirements.

5. Environmental Review
All projects receiving ACWF financial assistance will be subject to the EPA approved Environmental
Review Procedures of the ACWEF.

6. Reporting

When applicable, DEC will provide data or information to EPA as may be needed for national reports,
public inquiries, or Congressional inquiries. DEC will continue to meet the federal Environmental
Results Initiative reporting requirements by inputting environmental summaries, referred to as “one-
pagers” on ACWF projects, when applicable. A copy of each “one-pager” will be presented in the ACWF
annual report.
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ADMINISTRATIVE USES

ADEC is allowed to use up to four percent of the federal grant amount for administrative purposes (40
CFR 35.3120(g)). In SFY 10, ADEC is requesting $200,000 to be used in administering the program.
This request will bring the total administrative funds requested to $5,013,301. As the table below shows,
ADEC has not yet requested the allowable amount of $6,546,878 for administering the program. A total
of $1,533,577 is being reserved for future administrative costs.

Calculation of Administrative Reserves

FFY 09 Grant

Federal grants prior to FFY 09 $159,658,162
FFY 09 Capitalization Grant 4.013.800
Total federal grant requested  $163,671,962
Allowable administrative funds (4% of $6,546,878

$163,671,962)
Administrative funds used prior to SFY 10 $4,813,301
SFY 10 administrative amount requested 200,000
Total administrative funds requested $5,013,301
Allowable administrative funds $6,546,878
- Total Administrative funds requested $5,013,301
Amount to be reserved $1,533,577

SRF regulations were amended to initiate a fee structure that will eventually supplant the use of the four
percent administrative set-aside. Under EPA guidance, the fee we collect can only be used for
administrative purposes to help manage the program. Effective December 29, 2000, the program has been
collecting loan administration fees equal to one-half percent (0.5%) of the principal loan balance on
scheduled repayments. As of May 31, 2009, the program has collected $3,453,952*.

Loan Terms

Effective April 28, 2005, loans with a contract term of five to 20 years can be assessed an effective
finance charge rate of one and one-half (1.5%) percent or 18.75 percent of the current bond rate as defined
by the Municipal Bond Index. Loans with a contract term of one to five years can be assessed an
effective interest rate of one (1) percent or 12 Y2 percent of the current bond rate as defined by the
Municipal Bond Index. Any loan term less than one year is assessed a one-half (0.5) percent finance
charge. With the exception of loans that are paid off in less than one year, all other loan terms include a
one-half (0.5) percent administrative fee as part of the overall finance charge.

*subject to reconciliation
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Capitalization Requirements

In accordance with Title VI, Section 602(b) of the Clean Water Act as amended by the Water Quality Act
of 1987, PL 100-4, Alaska will accept capitalization grants in accordance with a schedule jointly agreed
upon by ADEC and EPA.

A required state match equaling 20 percent of the federal capitalization grant ($802,760) will be deposited
into the fund. Each loan payment made from the fund will follow the EPA rules of proportionality. State
monies, which have been deposited into the Alaska Clean Water Fund, will be added to the cumulative
EPA Capitalization Grant amounts and then divided by the cumulative State appropriations deposited into
the fund to determine the State’s proportional share of each loan payment made to a community.

ADEC will provide the required state match from short term bonding this year. By using a short term
bonding technique, ADEC uses, as collateral, the interest income of the Fund to acquire bond receipts and
save approximately eight hundred thousand dollars in general funds from the State budget. This process
effectively substitutes bond receipts for interest income. ADEC is required to document that sufficient
interest income exists in an amount equal to or greater than the proposed bonding amount and that this
process will still allow the Fund to grow in perpetuity. ADEC’s program audits have documented the
availability of the required amount of interest.
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(" APPENDIX IVa
ALASKA CLEAN WATER FUND

Point Source Project Detail
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 APPENDIX IVb
ALASKA CLEAN WATER FUND

NonPoint Source Project Detail
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During the 1* public comment period, two communities provided general comments on the IUP
specifically addressing issues with ARRA funding. These comments are summarized as follows:

e Craig provided comments in regards to Green project justification in which they concur with
DEC’s initial proposed percentage of Green project component on their Water Distribution
Improvements project. In addition, the City confirmed their ability to start project work within
the 2009 construction season.

e Anchorage provided general comments in regards to the IUP that expressed some
dissatisfaction with the ARRA subsidy that excluded them from receiving any of these types of
funds. However, they were also pleased that DEC did allow much greater funding request
amounts then what was done in past IUP’s. In addition, they asked that the Asplund
Generator Upgrade project be increase from $3,500,000 to $6,000,000.

During the 2™ public comment period, four communities notified ADEC on the need to either add
additional projects, swap out an existing project for another more ready to proceed, or have existing
project amounts changed. These comments are summarized as follows:

o Unalaska notified ADEC that a project on last year’s IUP that was requested to be carried over
to this IUP was not listed. The Wastewater Treatment Plant, Ph. Il project is an important
project for the City, which is needed to meet compliance issues under their current NPDES
permit.

¢ North Pole notified ADEC that the City’s Jet-Vac Truck project should not have been dropped
from the Group 1 list on the amended draft IUP. The City’s intent was to meet Group 1
requirements for both the Jet-Vac Truck and the Sewer Lift Station Renovation projects. ARRA
funding between the projects was requested to be adjusted so that both cumulative would not
exceed the $2 million funding cap.

e Sitka requested that the Oja Street Drinking Water project be placed as high as possibie on the
Group 2 ARRA funding list since it’s ready to proceed, and due to its critical public health need
to be completed at this time. The project is listed under both the Clean Water and Drinking
Water Fund IUP’s for sewer and water work on the project; however, the project is on the
Drinking Water ARRA planning priority list and may not have ARRA funds available. The City
also requested that if more points could not be added to the project score, funding be
increased by $69,405 on the sewer portion of the project to cove engineering costs that were
not originally assessed. In addition, Sitka provided additional comments on other Clean Water
listed projects with primary concerns addressing funds being available for ready to proceed
projects, and the availability of non-ARRA funds if ARRA funding would not be available.

o Wrangell notified ADEC that their Street Sweeper project procurement could be completed by
June 17, 2009 and meet requirement needs of a Group 1 project. If ADEC confirms that the
project could be put back on the Group 1 list, the City will expedite the procurement process
and any other actions needed.

During the 3" public comment period, no comments were received.
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" APPENDIX VIb

ALASKA CLEAN WATER FUND

Estimated Disbursement Schedule
for NonPoint Scurce Projects
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ALASKA CLEAN WATER FUND
List of Federal “Cross-Cutting® Authorities

Archeological and Historic Preservation Act of 1974, PL 93-291
Clean Air Act, 42 US(C. 7506(0)
Clean Water Act, PL 92-500, as amended
Coastal Barrier Resource Act, 16 U.SC. 3501 et seq.
Coastal Zone Management Act of 1972, PL 92583, as amended
Endangered Species Act, 16 USC. 1531 et seq,
Protection and Enhancement of the Cultural Environment Executive Order 11593
Floodphin Executive Opder 11988
Farmland Protection Policy Act, 7 USC. 4201 et seq.
Fish and Wikilife Preservation Act of 1966, PL 890665, as amended
Wild and Scenic Rivers Act, PL 90-542, as amended
Historic Sites Act of 1935, 16 USC. 461-467
Demonstration Cities and Metropolitan Development Act of 1966, PL 89-754, as amended
Executive Order 11738
Age Discrimination Act, PL 94-135
Givil Rights Act of 1964, PL 88-352
Polhution Control Act, Section 13 of PL 92-500
Bqual Employment Opportunity, Executive Order 11246
Women’s and Minority Business Enterprise, Executive Order 11625
Women’s and Minority Business Enterprise, Executive Order 12138
Women's and Minority Business Enterprise, Executive Order 12432
Rehabiliration Act of 1973, Executive Order 11914
Rehabilitation Act of 1973, Executive Order 11240
Uniform Relocation and Real Property Aoquisition Policies Act of 1970, PL 91-646
Debarment and Suspension, Executive Order 12549
Safe Drinking Whter Act, Section 1424(¢), PL 92523, as amended
Wethnds, Executive Order 11990
Environmental Justice, Executive Order 12898
Small Businesses in Rural Areas, PL 100-590
Drug Free Workplace, PL 100-690
Anti-lobbying, PL 101-121
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